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IVIAKHADO LOCAL MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 


Approval of annual financial statements 
, a. respoos.,e for the preparation and fair presen.a«on o„p 

comprising the Statement of Financial Pos, ton "=^‘30 June 20^ and the notes to Annual Financial 

Statement of Changes in Net Assets and Ca=h Flow St^ement to performance report, in 

Statements, which iciude a summarv of significant polio ^ ^^acomting Practice (GAAP) including any 

accordance with South ^Fncan Statements vyith the Standards of Generally Recognised 

■ru^^p-r ■ 

Division of^Revenue Act 12, 2009 (Act No. 12 of 2009) (DoRA) 

sri”— r". - — • 

accounting estimates that are reasonable in the circumstances. 

1 have also made an assessment of the ^ 

the municipality will not be a going concern in the next twelve months. 



3 



iVlAKHADO LOCAL (VIUNICIPALITY 
annual financial STATEIUIENTS 
for the year ended 30 June 2010 


Index 

Statement of Financial Position 
Statement of Financial Performance 
Statement of Changes in Net Assets 
Cash Flow Statement 
Accounting Policies 

Notes to the Annual Financial Statements 

Appendix A: Schedule of External Loans 

Appendix B; Analysis of Property, Plant and Equipment 

Appendix C; Segmental Analysis of Property, Plant and Equipment 

Appendix D: Segmental Statement of Financial Performance 

Appendix E(1)-. Actual versus Budget (Revenue and Expenditure) 

Appendix F: Disclosures of Grants and subsidies in Terms of the Municipal 
Finance Management Act 


Page 

5 

6 

7 

8 

9-19 

20-35 

36 

37-40 

41-42 

43-44 

45 

46 


4 



MAKHADO LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION 
as at 30 June 2010 

Note 2010 


ASSETS 

Current assets 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Other receivables from non-exchange transactions 
Inventories 
Investments 

Current portion of receivables 
VAT receivable 

Non-current assets 
properly, plant and equipment 

Total assets 

liabilities 

Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
VAT payable 
Current provisions 

Currem portion of unspent conditional grants and receipts 
Current portion of borrowings 

Non-current liabilities 
Non-current borrowings 
Non-current provisions 


Total liabilities 
Net assets 

net assets 

Reserves 

Accumulated surplus l (deficil) 


1 700 
103 970 966 
14 691 056 
5 590 546 
38 879 256 
31 462 
20 539 476 


1 044 290 956 
1 227 995 41T 


59 080 598 
7 945 523 
13 851 244 
12 068 896 
35 427 122 
35 698 353 
1 446 185 


12 872 256 
4 592 277 


182 982 454 
1 045 012 9^ 


258 375 613 
786 637 349 


36 701 
96 306 036 
5412115 
7 139 844 
33 910 200 
224 903 
10 953 554 


778 926 580 
932 909 934 


58 298 270 
7 290 679 

10 994 181 
22 840 753 
15 506 848 
1 512 353 


14 725 124 
400 000 


131 568 208 
801 341 726“ 


801 341 726 


Total net assets 


1 045 012 962 


801 341 726 
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j “ MAKHADO LOCAL MUNICIPALH Y 

STATEMENT OF FINANCIAL PERFORMANCE 


for me year ending 

30 June 201U 

Note 

2010 

2009 

Revenue 

16 

16 834 057 

24 754 273 

Properly rates 

17 

179 905 752 

148 896 182 

Service charges 

18 

220 302 

387 556 

Rental of facilities and equipment 

19 

2 934 903 

5 230 136 

interest earned - external investments 

20 

9 593 784 

3 033 654 

Interest earned - outstanding receivables 

2 796 705 

2 773 494 

Fines 


10 066 622 

11 314 261 

Licences and permits 

21 

180 769 233 

166 874 772 

Government grants and subsidies 

22 

7 556 325 

11 210411 

Other income _ -H 



din B77 B83 

374 474 73B 

Total revenue 

Expenses 

23 

146 701 798 

117 647 463 

Employee related costs 

24 

15 599 914 

14 444 036 

Remuneration of councillors 

19 217 656 

3 593 833 

Provision for Doubtful debts 

25 

52 887 364 

48 805 263 

Depreciation and amortisation expense 

21 707 821 

27 972 914 

Repairs and maintenance 

26 

1 602 303 

1 327 130 

Finance costs 

27 

87 788 394 

75 935 027 

Bulk purchases 

28 

79 779 010 

46 283 730 

npnpral exoenses 



47R 284 260 

336 009 397 

Total expenses 

Invenlories-. (Write-down) / reversal of write-down to net 

4 

- 

- 

i-aallcflhlfi valUS . - . j'"’ 

Surplus / (deficit) for the period 



f14 606 5//) 

38 465 342 
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WlAKHADO LOCAL WIUNIUIKALITY 
STATEMENT OF CHANGES IN NET ASSETS 
as at 30 June 2010 
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WIAKHADO LOCAL MUNICIPALITY 

CASH FLOW STATEMENT 
as at 30 June 2010 

Note 2010 


CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts 

Taxation 

Sales of goods and services 
Grants 

interest received 
Other receipts 

Trade receivable movements (see note zyj 

Payments 

Employee costs 
Remuneration of councillors 
Interest paid 
Other payments 

Trade and payable movements (see note ^y) 

Net cash flows from operating activities 
Qy^SH FLOWS FROM INVESTING ACTIVITIES 

Purchase of fixed assets 

(lncrease)/Decrease in non-current re^ivables 
Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrowings 

Repayment of borrowings 

Increase in consumer deposits 

Net cash flows from financing activities 

Net increase / (decrease) in net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Net cash and cash equivalents at end of period 


3B0 921 604 

209 823 438 
180 769 233 
12 528 687 
7 556 325 
(29 756 079) 
332 365 954 
146 701 7981 
15 599 914 
1 602 303 I 
208 492 881 
(40 030 942) 

48 555 650~ 


(59 876 127) 
(59 876 1277 


(1 919 036) 
654 844 
(1 264 192) 

(12 584 669) 
(22 840 753) 
(36 425 422) 


672 781 250 


639 691 726 


33 089 524 


(59 523 725) 
ISO 428 
(59 343 297) 


5 126 875 ' 
(1 206 032) 

1 897 819 
5 818 662 

(20 435 111) 
(2 405 642) 
(22 840 753) 
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WIAKHADO LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2010 


1 


BASIS OF ACCOUNTING 

1 .1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an 
historical cost convention unless specified otherwise. 


accrual basis of accounting and are in accordance with 


These annual financial statements have been prepared in 
(GRAP). issued by the Accounting Standards Board in 
Management Act, (Act No 56 of 2003). 


accordance with Generally Recognised Accounting Practice 
accordance with Section 122(3) of the Municipal Finance 


The principal accounting policies adopted in the preparation 


of these annual financial statements are set out below. 


Assats, liabilities, revenues and expenses have no, been of, set except when offsetting is required or pernnitied by a 
Standard of GRAP. 


;Tsf a“aTars,afeLn,s are presented In South African Rand, which is the tunCionai currency o, the 
municipality. 

^ S^raSstTe^s have been prepared on the assumption that the nrunicipality wil, continue to operate 
as a going concern for at least the next 12 months. 

1.4 cONlPARATIve iNFORKlATION e to these financial 

SerrrpaTora“dSar^^^^^^^^ 

When the presentation or Where accounting 

accordingly. 


1.S STANDARDS, AMENDMENTS TO STANDARDS AND tNTERPRETATiONS ISSUED BUT NOT YET EFFECTIVE 

The tallowing GRAP standards have been issued but are no. ye. effective and have no, been early adopted by the 
municipalily: 

GRAP a interest in Joint Ventures - issued August 2006 

GRAP 18 Segment Reporting - issued March 2005 Transfers) - issued February 2008 

ss s:— . ...L »— » 

GRAP 103 Heritage Assets - issued July 2008 
PROPERTY, PLANT AND EQUIPMENT 

2.1 INITIAL RECOGNITION nnn^urrent assets {including infrastructure assets) that are held ^or use in 

Property, plant and equipnian, “ et ‘o, administrative purposes, and are expecled o be 

the production or supply of goods or se^^s. re I equipment are initially recognised as assets on 

used during more than one year. of an Item of property, plant and equipment is the purch^ 

;?2froihtrcL":«r''b[r.:;brt„g.be 

r*? jsrfncTdTs;"ss^^^^^^^^^^^ -d removing the asset and restoring .he site on wh.ch „ ,s 

located. 
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When significant components 
accounted for as separate items 


of an item of property, plan and equipment have different useful lives, they are 
(major components) of property, plant and equipment. 


Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the 
cost is deemed to be equal to the fair value of that asset on the dale acquired. 




• u cmn.int rtf an as a result of a revalutation is credited directly to a revaluation surplus 

fe^rr^rorptttS^ZrSrr™^^^^^ Of the same asset previous,, recognised in surplus 

or deficit. 

A decrease in the carrying amount of an asset as a result of a revaluation is recognised In surplus or deficit, except to 
me extent of any credit balance existing in the revaluation surplus in respect of that asset. 

2.3 SUBEQUENTWlEASUREiVlENT- COST MODEL eauipment are measured at cost less accumulated 

future economic benefits associated with the asset. 

DepreciSircru?at'eTo"ireTpre 


Description 
Infrastructure 
Roads and Paving 
Pedestrian Malls 
Electricity 
Water 
Sewerage 

Community 

Buildings 

Recreational Facilities 

Security 

Halls 

Libraries 

Parks and gardens 
Other assets 

Heritage assets 
Buildings 

Paintings and artifacts 

Finance lease assets 
Office equipment 
Other assets ___ 


30 

30 

30 

20 

30 


30 

30 

5 

20 

15 

7 


30 

7 


Description 
Other 
Buildings 

Specialist vehicles 

Other vehicles 

Office equipment 

Furniture and fittings 

Watercraft 

Bins and containers 

Specialised plant and equipment 

Other items of plant and equipment 

Landfill sites 

Quarries 

Emergency equipment 
Computer equipment 


30 

10 

5 

7 

7 

15 

5 

10 

5 

5 

10 


10 


The residua! value, the useful life of an asset and the depreciation method is reviewed annually and any changes are 
recognised as a change in accounting estimate in the Statement of FmanciaJ Performance. 

The municioalitv tests for impairment where there is an indication that an asset may be impaired. An assessment of 
whether there is an indication of possible impairment is done at each reporting date. Where the carrying arnount of an 
Ifof ororertv >s greater than the estimated recoverable amount (or recoverable service 

amount) it fs written down imrSed^atety to its recoverable amount (or recoverable service amount) and an impairment 
loss is charged to the Statement of Financial Performance. 

the carrying value and is recognised in the Statement of Financial Penormance. 

3 INTANGIBLE ASSETS 

internally generated intangible assets are subject to strict recognition crilena 

expenditure is never capitalised, while development expenditure is only capitalised to the extent that. 

• the municipality intends to complete the intangible asset for use or sale. 

• it is technically feasible to complete the intangible asset. 

• the municipality has the resources to complete the project; and 

. it is probable that the municipality will receive future economic benefits or service potential. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acauired in exchange tea “me“acq°rd 

3.2 SUBEQUENT MEASUREMENT - COST MODEL amoritisation and impairments. The cost of an 

l"mng!S: a'TisTmSrerVe uTe«^ where that useful life is hnite. Where the useful life is indehnite, the 
asset is not amortised but is subject to an annual impairment test. 


3.3 AMORTISATION AND IMPAIRMENT iniannible assets over their estimated useful lives 

Sg thfs^imTne -tes are based on the following estimated average asset 

lives: 

3. .3.1 Computer software 

la Wn?d"ar;a:d^%^ chLg^sl" 

Performance. 

The municipaiit, tests Intangible -f " "dSr« 

may be impaired. An assessment of J an inlanoible ^set is greLr than the estimated recoverable amount (or 

?a"::e^JcnmLrL rr - f 

and an impairment loss is charged to the Statement of Financial Performance. 
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r„t“brS'sTeSSnl7sThrdi«e,e^^^ between .ha sales proceeds and .he carding valne and is recognised 
in the Statement of Financial Performance. 

4 INVESTIViENT PROPERTY 

■’ iiisss 

date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

fnvast“f ™fnfeS u W^'-dei. Under .he cos. nrodel, inves.nren. prcpedy is carried a. cos. 
less any accumulated depreciation and any accumulated impairment losses. 

Depreoialion is ca.culaled on .he depreciable arnoum. using the su^ghbta^ 


Investment property 

4.2 SUBSEQUENT KIEASUREMENT ■ ^ “^ 3 , under Ihe fair value model, investment property is carried 

rsSrva^:^a!rre“d^ 

in surplus or deficit for the period in \«hich il arises. 

5 BIOLOGICAL ASSETS 

A tlitogical'^ass°u™g'ilicullur^ produce is recognised v.hen. and only when: 

K^-SdP^asse,wiii,^^ 

- and the fair value or cost of the asset can be measured reliably. 

"^irg^Tas^e;"arereTI.beir,a,rva,oeie^^ 

The fair value of livestock is deiermined based on market prices o, livestock of similar age, breed, and geneilc merii. 
The fair value of milk is deiemiined based on markei prices ,n , pi„e „eP 3 . 

fa!; «!:: f f: r f SranfTafrpfvfmSf from .ne combined fair value to de, ermine .he 

fgir^r :^o:::™ni.ion o. agdcuilurai produce at fair value less es.ima.ed poini-oi-saie costs is 
included in profit or loss for the period in which it arises. 
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Whpre market determined prices or values are not available, the present value of the expected net cash inflows from 
depreciation and any accumulated impairment losses. 


6 NON-CURRENT ASSETS HELD FOR SALE 

Niri^rrenl^Lets and disposal groups 

through a sale transaction rather than through J , immediate saie in its present condition. Management 

from the date of classification. 

aJs"“e,d™o r disposal group, are measured a, me lower o, carding amoun. and fair value less 

costs to sell. 

A non-curren, assel is oo. depreoia.ed (or amodisad, while il is Cassihed as held for sale, or while i. is par, o, a 
disposal group classified as held for sale. 

interesl and olher expenses allribulabia ,o the liabilllies o, a disposal group classlhed as held for sale are recognised 
in surplus or deficit, 

7 INVENTORIES 

7.1 INITIAL RECOGNITION consumption or distribution during the ordinary course of business^ 

Inventories comprise current assets held for sale co p ^.^gsg price, plus taxes, transport costs and 

Inventories are initially recognised at ocat on and condition. Where inventory is manufactured, 

o:Lt^rorp;odS:"Sfc\S^L^^ onrurmte„a.s and overheads used during .he rhahufaCunng 

process. 

Where inventor Is acquired by the nrunioipalily for no or nominal considemllon (i.e. a non-exchange transaolion), the 
Tosf L Sed m bJ equal ,o .he fair value of .he ileh, oh Ihe dale acquired. 

7.2 SUBSEQUENT WIEASUREIVIENT materials work-in-progress and finished goods, are valued at the 

inventories, consisting of consumable ® or nominal charge, in which case they are 

lower of cost and net realisable value ^ j Redundant and slow-moving inventories are identified 

measured at the lower of cost and current inventory are recognised in the Statement of 

and written down in this way. -rj^e amount of any reversal of any write-down of inventories 



in general, the basis of allocaling cos, to Ihventory items is the weighted average method. 
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8 FINANCIAL INSTRUMENTS 


8.1 INITIAL RECOGNITiON 

Financial instruments are intitaliy recognised at fair value. 

8.2 SUBSEQUENT . mature as either financial assets at fair value through profit or loss, 

Financial instruments, is in accordance with IAS 39. 

8.2.1 INVESTMENTS mnnirinai bonds fixed deposits and short-term deposits 

Investments, which include ^ categorised as either held-to-maturity where the criteria for that 

invested in registered commercial banks, a 9 mpasurgd at amortised cost. Where investments have 

categorisalion are met, or as loarrs and 'BCenrabtes. as an expense in the period 

^."h^eatmrn, irSi«“1r:p:i,:L^s aL 

Financial Performance. 

8.2.2 TRADE AND OTHER RECEIVABLES ,oans and receivables and are initially recognised at 

Trade and other receivables are categorised as ® to tt^e initial carrying amount, plus interest, 

fair value and subsequently earned at based on a review of all outstanding 

less repayments and impairments^ An 7' n-ffi!, mM of the debtor probability that the debtor will enter bankruptcy or 
amounts at year-end. Significant financial difficulties of considered 

financial reorganisation, and default or ^^"'JTSLents am determined by discounting expected future cash flows 


An impairment of trade receivables is 3'='=°''7^oMhe^toss''rrecogn^e^ thT Slatement^of Financial Performance 
use of an allowance account, and the uncolleclible^it is written off. Subsequent recoveries of amounts 

8.2.3 TRADE PAYABLES AND BORROWINGS h^rmwinas Thev are categorised as financial llaibilities held at 

a. amo.ae. cos, w.cP . .e H.. 

carrying amount, less repayments, plus interest. 

8.2.4 CASH AND CASH EQUIVALENTS (including call deposits). Cash equivalents are 

cash includes cash on hand 8 ^ conie^^^ amounts of cash, that are held with registered 

rh:nrnTottrh “^d^ -u.a,en.s as hnanCa, assets: loans 
and receivables. 

carried at amortised cost. 


INVESTMENTS IN ASSOCIATES sianificant influence and which is neither a controlled entity nor a 

An associate is an entity in which the 7 ®® 9 to participate in the financial and operating po icy 

S5s=SS5=«=2=““'‘"" 

s“i‘sr.=cr-,ss 


pSents me investor's share of the associate's surplus or deficit for the year. 
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The rnunicipamy commehoes LVstnitanf 

exists and discontinues the ^PP'‘f in accordance with the 

:Sr Si«"“S — " S^^ts dlpendin, on the nature ot the retained 

investment- 

The .unicipaiity uses the ™=t recent 

Where the reporting periods of the associate an HvihiP tn do so When the reporting dates are different, 

same period are prepared by the associate unless « LL or the Investor and 

™S'lLr:rur\treh IL' a^e nrade to eosure consistehcy hetween 

the accounting policies of the associate and the municipality. 

10 UNAUTHORISED EXPENDITURE hudoeted expenditure that is not in terms of the conditions 

ou'atcatrrfcetld^^ 

::-rrr^ “rS=r=^tL„ce and whore recovered, it is 

subsequently accounted for as revenue in the Statement of Financial Performan . 

11 IRREGULAR EXPENDITURE Miinidoal Finance Management Act {Act No,56 of 2003). the 

Irregular expenditure is expenditure ^ ogar-rs Act (Act No 20 of 1998) or is in contravention of 

Municipal Systems Act (Act N0.32 of 20 

subsequently accounted for as revenue in the Statement of Financial Performance, 


arr:.?.™— ■• -■• • » — “ 

Performance, 

13 PROVISIONS ,K.„,MniHnpiiiv has a present or constructive obligation as a result of past events, it is 

Provisions are recognised when the ^ pr(?nomic benefits will be required to settle the obligation and a 

probable that an outflow at reporting date and adjusted to reflect the 

reliable estimate of the provision can be provisions are discounted to their present value using a 

ES :=2riii”S=.=— ‘ 

where an inflow of economic benefits is probable. 

Future events that may affect the ^ ^ GafnsTror^ThrSpLtte^ disposal of assets are not 

where there is sufficieht 'ecogrrised tor future operating iosses. The present 
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A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria 

°a?Thrrliunk:S^^^ restructuring identifying at least; 

- the business or part of a business concerned. 

: t Son! " ";o.ln,s^e number o, enoployees who w. be compensated ,or terminating their services; 

- the expenditures that will be undertaken; and 

- when the plan will be implemented; and 

(b, The monicipatity has raised a valid expectation in those it will earn, ou, the restructuring by starting to 

implement that plan or announcing its mam features to those affected by t 


14 LEASES 


14.1 WIUNTCIPALITY as lessee ..,h..tanfiaHv all the risks and rewards associated with ownership of an 

Leases are ciassiOed as assets subject to finance lease 

asset are transferred to the ?a/value and the^present value of the minimum lease 

agreements are initially recognised at the ^ -nnm<!PH at the inceotion of the lease and are measured as the 

Subsaguen. to initial recognition, the teased assets are accounted 

applicable to property, plant, equipment interest rate method. Lease 

allocated between the lease finance to derecognition of financial instruments 

"-^^pi^loTeasTpa^allT^^^^^ t^ZS^ Z shorter of the assets useful tife or the tease 

term. 

operating leases are those leases that do not fa,, within the scope of the above dennition. Operating lease rentals are 
S^on a straight-line basis over the term of the relevant lease. 

14.2 MUNICIPALITY AS LESSOR thP iPase oavmenls lo be received in terms of a lease agreement 

under a finance lease, ,he sum of all the minimum lease payments to be received, 

as an asset (receivable). The receivable is discounted at the interest rate implicit in the lease, The 

plus any unguaranteed -7 the tease instalments received, with the interest portion being 

;S;tLV:sT„S rrlrn^rL^e:Z"o^:.JZis: S accoumthg polices reletihO to derecognt.iort ertd 
impairment of financial instruments are applied to tease receivables. 

Renta, income from operating leases is recognised on a straight-line basis over the term of the relevant tease. 
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15 REVENUE 

R^^nue^TexchanTel^ that accrued to the municipality directly in return for services 

rendered / goods sold, the value of which approximates the consideration received or receivable, 

Service charaes relating to electricity and water are based on consumption. Meters are read on a quarterly basis and 
^eTcogniSd arr^venl when Loiced. Provisionat estimates of consumption are made monthly when meter 
readinqs^ave not been performed. The provisional estimates of consumption are recognised as revenue when 
invoiced. Adjuslmenls to provisional estimates of consumption are made in the invoicing period in which meters 
been read. These adjustments are recognised as revenue in the invoicing period. 


Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff 
fo e™ch ^oTsrty L improvemen.s. Tariffs are determined per category of property usage, and are levied monlhly 
based on the recorded number of refuse containers per property. 

service charges fronr sewerage and sanitation are based on the number of sewerage connections on each daveloped 
property using the tariffs approved from Council and are levied monthly. 

Interest revenue is recognised on a time proportion basis. 

Revehue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease 
agreement. 

Dividends are recognised on the date that the Municipality becomes entitled to receive the dividend. 

Revenue arising from the application of the approved tariff of charges ;®"°Snised when me relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and perm . 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is passed to 
the consumer. 

services. 

there is no liability to repay the amount. 

proportionate basis. 

experience of amounts collected. 
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Revenue from public contributions and donations is recognised when aii conditions associated with the 
have been met or where the contribution is to finance property, plant and equipment, when such items of property. 
Diant Tod eSSUent qualifies for recognition and first becomes available for use by the muniapality. Where public 
contributes hLe been received but the municipality has not met the related conditions, a deferred income (liability) is 

recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant and equipment qualifies 
for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recognised 
when the recovery thereof from the responsible councillors or officials is virtually certain. 

15.3 GRANTS, TRANSFERS AND DONATIONS 

Grants transfers and donations received or receivable are recognised when the resources that have been transferred 
meenhrcmeria for as an asset. A corresponding liability is raised to the extent that the grant, transfer or 

donation is conditional. The liability is transferred to revenue as and when the conditions attached to the grant are m . 
Grants without any conditions attached are recognised as revenue when they are received. 

asset acquired cannot be adequately established. Borrowing costs incurred other than on qualifying 
recognised as an expense in surplus or deficit when incurred, 

resElt, defined benefit plans have been accounted for as if they were defined contribution plans. 


18 CONSTRUCTION CONTRACTS AND RECEIVABLES 

“ Jd for performed to dale dear to toe ealimated tolsl coolracl costs. 

variations In conirac. wor., claims and incentive payments ate included to the extent that they have been agreed with 
the customer. 

are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as an 
expense immediately, 

1 9 IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any in«n that an asset may be Impaired. 1. any 
such indication exists, the municpalily estimates the recoverable service amount asset. 

Irrespective of whether there is f " “h^iS^nTlntaS* available for use for impairment 

anr:r?“« — S:';: im^lrmen. .es. is performed during trie 

annuai period and at the same time every period. 
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if thPfP ic; anv indication that an asset may be impaired, the recoverable seivice amount is estimated for the individuai 
Isset. if it is not possible to estimate the recoverable service amount of the individual asset, the recoverable servic 
amount of the cash-generating unit to which the asset belongs is determined. 


The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less cosls to sell 
and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable service amount. That reduction is an impairment loss. 


t JibHcsets of the unit, pro rata on the basis of the carrying amount of each asset in the unit, 
service amounts of those assets are estimated. 

periods. 

increase. 
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G^vemment^grants related to assets, including non-monetory grants at fair value 

• account for the grant as deferred income, or _ 

• deduct the grant in arriving in arriving at the carrying amount of the asset. 

If the grant is raised as deferred income, it shall be recognised as income on a 
if the grant is deducted in arriving at the carrying amount of the asset, the grant 


. shall be presented in the Statement 

rational and systematic basis over the 
is effectively recognised as income 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 



Note 

2010 

2009 

1 CASH AND CASH EQUIVALENTS 




Cash and cash equivalents consist of the following: 


1 700 

36 701 

Cash on hand 


4 606 752 

724 166 

Cash at bank 


38 401 811 

33 910 200 

Cali deposits 


43 010 263 

34 671 067 

The Municipality has the follov;ing bank accounts: - 




Ciirront Ar.rnunt fPrimarv Bank Account) 




Absa Bank - Makhado Brach - Account number 1000000147 






f22 705 984) 

(7 896 865) 

Cash book balance at beginning of year 

= 





(35 427 122) 

724 166 

Cash book balance at end of year 






724 166 

8 594 816 

Bank statement balance at beginning of year 

= 





4 606 752 

724 166 

Bank statement balance at end of year 

=55 





1 700 

36 701 

on hand 






1 700 

36 701 

Total cash and cash equivalents 

sst 




— 

35 427 122 

22 840 753 

Total bank overdraft 






Provision for 


2 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Gross Balances 

Doubtful Debts 

Net Balance 

Trade receivables 




as at 30 June 2010 




Service debtors 

24 471 641 

6 434 439 

18 037 202 

Rates 

31 470 884 

2 978 422 

28 492 462 

Electricity 

11 694 295 

6 070 910 

5 623 385 

Water 

11 051 094 

3 094 382 

7 956 (12 

Sev/erage 

11 681 563 

3 286 354 

8 395 209 

Refuse 

41 162 584 

5 696 588 

35 465 996 

Other Services 

131 532 061 

27 561 095 

103 970 966 

Total 




as at 30 June 2009 




Service debtors 

22 390 308.00 

2 268 625.00 

20 121 483 

Rates 

10 261 322.00 

1 039 787.00 

9 221 535 

Electricity 

22 689 284.00 

2 299 121.00 

20 390 163 

Water 

9 621 839.00 

974 987.00 

8 646 852 

Sewerage 

10 058125.00 

1 019 197.00 

9 038 928 

Refuse 

32 144 276.00 

3 257 201.00 

28 887 075 

Other Services 

107 165 154 

10859 118 

96 306 036 

Total 




Rates: Aqeinq 


1 930 280 

2 932 904 

Current (0 - 30 days) 


1 144 623 

2 829 520 

31 - 60 Days 


990 445 

1 957 218 

61 •- 90 Days 


992165 

1 823 442 

91 - 120 Days 


19 414 129 

12 847 224 

121 - 365 Days 




+ 365 Days 


24 471 641 

22 390 308 

Total 




Pier-triritv Water and Seweraqe: Aqeinfl 


12 738 445 

10 976 127 

Current (0-30 days) 


5 400 713 

4 785 426 

31 -60 Days 


3 463 520 

3 008 825 

61 - 90 Days 


3 091 724 

2 599 662 

91 - 120 Days 


82 366 019 

63 404 806 

121 - 365 Days 




+ 365 Days 


107 060 420 

84 774 846 


Total 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 

Note 2010 


2 Reconciliation of the doub tful debt provision 

Balance at beginning of the year 

Contributions to provision 

Doubtful debts v/ritten off against provision 

Reversal of provision 

Balance at end of year 


3 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Unauthorized expenditure (see Note 34) 

Other debtors 

Prepayments (if not material) 

Total Other Debtors 


4 inventories 

Opening balance of inventories: 

Consumable stores - at cost 

Water 

Additions: 

Consumable stores 

Water 

issued (expensed): 

Consumable stores 

Wme-down I (reversal of write-down) to Net Replacement Value (NRV) or 

5 Net Replacement Cost (NRC): 

Consumable stores 

Closing balance of Inventories; 

Consumable stores 

Water 

6 investments 

Deposits 
Call investments 


8 343 441 

19 217 656 

10 859 119 
(2 515 678) 

27 5B1 097 

8 343 441 


14 691 056 

5412 115 

14 691 056 

5412115 


7 139 844 

10 948 643 

7 139 844 

10 948 643 

10 697 305 

14 795 724 

10 583 021 
114 284 

14 795 724 

112 246 603) 

(18 604 523) 

(12 246 603)1 

(18 604 523) 



1 

1 - 

5 590 546 

7 139 844 

5 476 2ti2 
114 284 

7 139 844 

3 477 445 
35 401 811 

33 910 200 

38 879 256 

33 910 200 


7 non-current receivables 
C ar loans 

Less : Current portion transferred to current receivables 
Car loans 

Other non-current receivables 


31 462“ 

224 yu3 ! 

31 46^ 

224 903 * 

(31 462) 

(224 903) 

(31 462) 1 

(224 903} 



Total 


Senior?! afflere entitled to car loans up to 30 June 2005 which 
at 8% per annum and are repayable over a maximum penod 
These loans are repayable in the year 2010 


Bttracl interest 
of 6 years. 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FiNANANCIAL STATEMENTS 
for the year ended 30 June 2010 
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WlAKHADO LOCAL MUNICIPALITY 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANC1AL STATEMENTS 
for the year ended 30 June 2010 


Note 2010 


2009 


9 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade creditors 
Retentions 
Other creditors 
Total creditors 

The fair value of trade and other payables approximates their carrying amounts. 


10 CONSUMER DEPOSITS 
Electricity and Water 
Total consumer deposite 
Guarantees held in lieu of consumer deposits 


11 VAT PAYABLE 
VAT payable 

VAT is payable on the receipts basis, VAT is paid over to SARS only once payment 
is received from debtors. 


11 VAT RECEIVABLE 
VAT receivable 

VAT is payable on the receipts basis. VAT is paid over lo SARS only once payment 
is received from debtors. 


12 PROVISIONS 

Performance bonus 
Provision for leave 
Total Provisions 

Performance bonuses are paid one year in arrear as me assessmeni of eligible 
employees had not taken place at the reporting dale and no present obligation 
exist. 

The balance of the performance bonus provisions relate lo amounts not yet paid to 
certain employees due lo disputes over the assessmeni process. Also see note 
54. 


The movement in current provisions are reconciled as follows. - 


as at 1 July 2009 
Contributions lo provision 
Expenditure incurred 
as at 30 June 2010 


as at 1 July 2008 
Expenditure incurred 
as at 30 June 2009 


31 026 423 

19 490 370 

2 243 961 

3 275 280 

25 810 215 

35 532 620 

59 080 598 

58 298 270 


7 945 523 

7 290 679 

7 945 523 

7 290 679 

1 210 260 

1 197 632 


13 851 244 

• 

20 539 476 

10 953 554 


321 393 

281 445 

11 747 503 

10712736 

12 068 896 

10 994 181 


Performance Provision for leave 


Bonus 


281 445 

10 712 736 

39 948 

1 034 768 

321 393 

11 747 503 

281 445 

7 689 731 

3 023 005 

281 445 

10 712 736 
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WlAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINAN/U4CIW. STATEMENTS 
for the year ended 30 June 2010 


Note 2010 2009 


13 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

13.1 Unspent Conditional Grants from other spheres of Government 
PHP Grant 

Sport, Arts and Culture 
District Grant 

Municipal Infrastructure Grant 
Municipal Systems improvement Grant 
INEP 

Finance Management Grant 
DWAF Grant 
Drought Relief Grant 
VDM Electricity Grant 
VDM.-graveyards-grant 
VDM.- refuse removal truck 


531 574.45 

2 773 364 
356 369 

356 363.86 

0 

26 557 422.05 

4 054 469 
201 390 

3 609 043.29 

3 635 481 

912 837.61 

801 042 

2 567 495.10 

2 567 495 

33 801.12 

46 082 

. 

( 995 097) 

1 073 391.66 

2 009 834 

56 418.42 

56418 


Total Unspent Conditional Grants and Receipts 

Non-current unspent conditional grants atrd receipts 
Current portion of unspent conditional grants and receipts 

See Note 21 for reconciliation of grants and receipts. These amounts are invested 
in ring-fenced investment until utilised. 


35 69B3S3 15S06B48 

35 698 353 15 506 848 


14 BORROWINGS 
Annuity Loans 

Less : Current portion transferred to current liabilities 
Local Registered Slock Loans 
Annuity Loans 

Total borrowings 

Refer to Appendix A for more detail on borrowings. 


14 318441 

16 237 477 

14 318 441 

16 237 477 

(1 446 185) 

n 512 353) 

(1 446 185) 

(1 512 353) 


12 872 256 

14 725 124 


15 NON-CURRENT PROVISIONS 


Provision for rehabilitation of landfill sites 


Total Non-Current Provisions 

The provision for rehabilitation of landfill sites relates to the legal obligation to 
rehabilitate landnil sites used for waste disposal, 

value of the future obligation, discounted at prime interest rale 10/o. over an 


average estimated useful life of 3 years. 

Rehabilitation cast is assumed fo inci^ase at innalion rate of7.i/o 


The movement in the non-current provision is reconciled as follov/s. - 


Provision for rehabilitation of landfill sites; 
Balance at the beginning of year 
Contributions to provision 
Balance at the end of year 


Provision for long-service awards: 
Balance at the beginning of year 
Balance at the end of year 


4 592 277 400 000 

4 592 277 400 OUU 


(400 000) 

(4 192 277) (400 000) 

(4 592 277) (400 000). 
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WIAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for Uie year ended 30 June 2010 


Note 


16 PROPERTY RATES 

Actual 

Residential 

Commercial 

Stale 

Total property rates 

Properly rales - penalties imposed and collection charges 
Total 

Valuations 


Residential 

Commercial 

State 

Municipal 

Total Property Valuations 

The last valuation came into effect on 1 July 2008, A general rale of R0.0103 (2007 
- R0,092) is applied to property valuations (land value only) to determine 
assessment rates. Rebates are granted to residential and stale property owners. 
Rates are levied on a monthly basis on property owners. 


17 SERVICE CHARGES 

Sale of electricity 
Sale of water 
Refuse removal 

Sewerage and sanitation charges 
Total Service Charges 


18 RENTAL OF FACiLiTlES AND EQUIPMENT 

Rental of facilities 
Rental of equipment 
Other rentals 
Total rentals 


19 INTEREST EARNED - EXTERNAL INVESTMENTS 
Bank 

Total interest 


20 INTEREST EARNED - OUTSTANDING RECEIVABLES 

Interest on Receivables 
Total interest 


21 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 
MIG Grant 

Other Government Grants and Subsidies 
Total Government Grant and Subsidies 


2010 

2009 

615 160 

13 799 59B 
2419299 

843 512 

21 925 727 

1 985 034 

16 834 057 

24 754 273 

16 834 057 

24 754 273 

4 409 085 698 

1 131 823 386 

1 933 044 700 

327 096 200 

6 650 464 817 

602 096 400 
432 953 928 

7 801 049 984 

7 685 515 145 


151 902 304 

120 279 562 

15 791 722 

17 677 574 

6 694 518 

6 212 734 

5 517 20B 

4 726 312 

179 905 752 

148 896 182 


160 776 

387 556 

35 717 


23 809 

■ 

220 302 

367 556 


2 934 903 

5 230 136 

2 934 903 

5 230 136 


9 593 784 

3 033 654 

9 593 784 

3 033 654 


144 062 641 

111 645 941 

31 115 046 

28 743 147 

4 791 546 

26 485 684 

180 769 233 

166 874 772 


21.1 


Equitable Share 

in terms of the Constitution, the grant 
basic services to indigent community 
862 641 


is also used to subsidise the provision of free 
members. Total subsidy for the year is R144 
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WlAKHADO LOCAL MUNICIPALlPf 
NOTES TO THE FIN/W4ANCIAL STATEMENTS 
for the year ended 30 June 2010 


21.2 MiG Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 13) 

The grant was utilised for the appointment of the financial interns and assist 
with the implementation of the MFMA. The conditions of the grant were met. No 
funds have been withheld. 

21 .3 Other Government Grants and Subsidies 
PHP 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 13) 


Sport Arts and Culture 

Balance unspent at beginning of year 

Current year receipts 

Conditions met • transferred to revenue 

Conditions still to be met - remain liabilities (see note 13) 

MSIG 

Balance unspent at beginning of year 

Current year receipts 

Conditions met • transferred to revenue 

Conditions still to he met - remain liabilities (see note 13) 

INEP 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 13) 

FMG 

Balance unspent at beginning of year 

Current yea’f'receipis 

Conditions met * transferred to revenue 

Conditions still to be met - remain liabilities (see note 13) 


DWAF GRANT 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stili to be met - remain liabilities (see note 13) 

DROUGTH RELIEF 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 1J) 


VDM-ELECTRICITY GRANTS 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stili to be met • remain liabilities (see note 13) 

VDM-GRAVEYARDS-GRANT 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met - remain liabilities (see note 13) 


Note 


2010 

2009 

4 054 469 

7 581 616 

53 618 000 

25 216 000 

(31 115 046) 

{28 743 147) 

26 557 423 

4 054 469 


2 773 364 

8 009 991 


890 417 

(2 241 769) 

(6 127 044} 

531 575 

2 773 364 


356 369 

398 584 


(42 215) 

356 369 

356 369 


201 390.00 

' 

735 000,00 

735 000 

(936 390.00) 

(533 610) 

. 

201 390 


3 635 431,00 

2 781 103 


1 743 000 

(26 438,08) 

f 888 622) 

3 609 043 

3 635 481 

801 042.00 

663 900 

750 000,00 

500 000 

(638 205.26) 

( 362 858) 

912 837 

801 042 

2 567 495 10 

2 837 320 


f 269 825) 

2 567 495 

2 567 495 


46 082.00 

404 690 

(12 280.70) 

( 358 609) 

33 801 

46 082 


(995 096.59} 

8 214 221 

995 096.59 

8 000 000 

. 

(17 209 318) 


(995 097) 


2 009 834,00 

2 009 834 

(936 443.00) 

- 

1 073 391 

2 009 834 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 


VDM- REFUSE REMOVAL TRUCK 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 13) 


21 .4 Changes in levels of government grants 

Based on the allocations set out in the Division of Revenue Acf.no significant 
changes in the level of government grant funding are expected over the 
forthcoming 3 financial years. 


22 OTHER INCOME. PUBLIC CONTRIBUTIONS AND DONATIONS 


Recovery of unauthorised, irregular, fruitless and wasteful expenditure 
Total Other Income 

32.1 Public contributions and donations 

Total public contributions and donations 

Reconciliation of conditional contributions 

Balance unspent at beginning of year 

Current year receipts 

Conditions met ■ transferred to revenue 

Conditions stilt to be met • remain liabilities (see note 13) 


23 EMPLOYEE RELATED COSTS 


Employee related costs -Salaries and Wages 

Employee related costs - Contributions for UlF. pensions and medical aids 
Travel, motor car, accommodation, subsistence and other allowances 
Housing benefits and allowances 


Overtime payments 
Performance and other bonuses 
Other employee related costs 
Total Employee Related Costs 


There were no advances to employees / Loans to employees are set out in note 3. 

Remuneration of the Municipal Manager 
Annual Remuneration 
Performance- and other bonuses 

Travel motor car, accommodation, subsistence anti other allowances 

Contributions to UlF. Medical and Pension Funds 

Total 

Remuneration of the Chief Finance Officer 
Annual Remuneration 
Performance- and other bonuses 

Travel motor car, accommodation, subsistence and other allowances 

Contributions to UlF. Medical and Pension Funds 

Total 


Remuneration of Individual Executive Directore 


Note 2010 2009 


56 418.42 750 000 

( 693 582) 


56 418 

56 418 

7 556 325 

11 210411 

7 556 325 

11 210 411 

7 556 325 

11 210411 

7 556 325 

11 210411 


- 

■ 


91 241 748 

76 682 095 

26 824 858 

21 690 076 

3 842 335 

2 945 700 

238417 

272 964 

14 233 843 

10 081 280 

6 961 531 

• 

3 359 066 

5 975 348 

146 701 798 

117 647 463 


142 500 

451 133 


75 748 

76 813 

201 366 

18 187 

95 464 

237 500 

823 711 


435 279 

488 451 

201 583 

174 769 

BB375 

79 425 

725 236 

742 645 


Technical Services Corporate Services 
R R 


Community 

Services 

R 


2010 

Annual Remuneration 
Performance- and other bonuses 

Travel motor car. accommodation, subsistence and other allowances 
Contributions to UlF, Medical and Pension Funds 


Total 


306 944 337 307 


400 888 


144 432 159 403 

61 531 65 468 

514 907 562 11^ 


215 651 
51 608 
668 148 
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MAKHADO LOCAL MUNICIPALITY 

NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 


Note 2010 


2009 


Technical Services Corporate Services 
R R 


Community 

Services 

R 


2009 

Annual Remuneration 
Performance- and other bonuses 

Travel motor car, accommodation, subsistence and other allowances 

Contributions to UiF. Medical and Pension Funds 

Total 


338 682 

118 528 
53 755 
510 96S 


369 221 

177 350 
47 716 
594 287 


24 REMUNERATION OF COUNCILLORS 
Mayor 

Deputy Mayor 
Speaker 

Executive Committee Members 
Councillors 

Councillors’ pension and medical aid contnbunons 

Councillors’ allowances 

Total Councillors' Remuneration 


457 456 

554 559 

477 003 

431 233 


2 787 471 

10 904 628 

10 228 983 

3 760 827 

441 790 

15 539 914 

14 444 036 


In-kind Benefits 


The Mavor Sneaker Chief whip and Executive Committee Members ate full-time. 
Each^s provided with an office and secretarial support at the cost of the Council. 


The Mayor is entitled to stay 
cost. The Mayor has use of 


at the mayoral residence owned by the Council at no 
the Council ovrned vehicle for official duties. 


25 DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 
Intangible assets 

Investment property carried at cost 
Biological assets carried at cost 
Total Depreciation and Amortisation 


26 FINANCE COSTS 

Borrowings 
Consumer deposits 
Bank overdrafts 
Total Finance Costs 


27 BULK PURCHASES 

Electricity 

Water 

Total Bulk Purchases 


52 887 364 48 805 263 


52 887 364 48 805_263_ 


1 602 303 

1 327 130 

1 602 3 W 

1 327 130 


86 586 264 

1 202 130 

67 257 030 

8 677 997 

87 788 394 

75 935 027 
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WlAKHADO LOCAL MUNlCiPALlTY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 

Note 2010 


28 GENERAL EXPENSES 

Included in general expenses are the foliov;in9:- 

Advertising 

Audit fees 

Bank charges 

Debt collection commission 

Departmental consumption 

Entertainment 

Fuel and oil 

Insurance 

Legal expenses 

Licence fees - vehicles 

Membership fees 

Parking 

Postage 

Printing and stationery 
Security costs 
Sewerage treatment costs 
Skills development levies 
Stocks and material 
Subscfibtion & publication 
Telephone cost 
Training 

Transport claims 
Travel and subsistence 
Uniforms & overalls 

Other 


391 593 

190 918 

2 774 365 

1 288 873 

458 772 

78 038 

213 305 

39 597 

5 406 568 

72414 

6 261 

5 686 

7 409 849 

4 024 554 

1 077 841 

949 643 

1 167 166 

394 385 

25B0B2 

134 273 

910 733 

3 308 

. 

241 243 

673 116 

885 636 

2 047 495 

581 948 

8 033 961 

3 544 708 

7 949 

1 351 

1 183 999 

511 828 

1 335 200 

790 749 

1 702 665 

513 309 

1 631 642 

574 553 

1 315 010 

751 552 

182 157 

102 601 

1 156 782 

712609 

989 809 

192 502 

39 364 670 

29 697 447 

79 779 010 

46 283 730 


29 CASH GENERATED BY OPERATIONS 


Surplus/(defidl)fofthe year 
Adjustment for:- 
Depreciation and amortisation 
Contribution to provisions - non-current 
Contrtbulion to provisions - current 


Finance costs 

interest earned 

Operating surplus before working capital changes. 


(Increase)/decrease in inventories 
(lncrease)/decrease in trade receivables 
(lncrease)/decrease in other receivables 
(increase)/decrease in VAT receivable 
(lncfease)/decrease in investments 

(lncrease)/decfease in Shortterm receivabies-Motor loans 


lncrease/(decrease) in conditional grants and receipts 
increase/(decrease) in trade payables 
lncrease/(decreas8) in VAT payable 
lncrease/(decrease} in current provisions 
Increase/fdecrease) in Non-current provision 
Cash generated by/(utilised in) operations 


(14 606 577) 38 465 342 

52 887 364 48 805 263 

400 000 


1 327 130 
(B 263 790) 


38 200 787 

80 733 945 

1 549 332 

(956 331) 

(7 664 930) 

(39 133 209) 

(9 276 941) 

(12 569 727) 

(9 585 922) 


(4 969 059) 

2 33B10B 

193 441 

180 428 

20 191 505 

(15 438 839) 

782 325 

12 335 291 

13 851 244 


1 074 715 


4 192 277 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for ttie year ended 30 June 2010 

Note 2010 


30 CASH AND CASH EQUIVALENTS 


Cash and cash equivalents included in the cash flow statement comprise the 
following: 

Bank balances and cash 
Bank overdrafts 

Net cash and cash equivalents (net of bank overdrafts) 


1 700 

(35 427 122) (22 840 753) 

(35 425 422) (22 840 753) 


Long-term liabilities have been utilised in accordance with the Municipal Fmance 
Management Act. Sufficient cash has been set aside to ensure that long-term 
liabilities can be repaid on redemption date- 


31 CORRECTION OF ERROR 


During the year ended 30 June 2009.v8luation roll was incorrectly capitalised and 
assets were previuosly removed from the asset register without council fesolu .on 
during the current year asset to the value of R 6 381 557 were venfied and included 
back to the PPE during the year under review. 


The comparative amount has been restated as follows: 

Difference between the asset register and AFS ( 770 125 596 -7/2 604 043) 
Valuation roll 

Property, plant and equipment 

Net effect on surp!us/(deficit) for the year 


2 47B447 
2 234 345 
6 381 557 
11 094 349 


Assets 

Liabilities 

Net effect on Statement of Financial Position 
Net effect on Accumulated surplus opening balance 

Current reported accumulated after adjusting for errors 

Error adjustment .. _ 

Previously reported accumulated surplus before errors adjustment 



11 094 349 


790 306 398 
11 094 349 
801 400 747 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 
32 DISALLOWED 

34.1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure 
Opening balance 

Unauthorised expenditure current year 
Approved by Council or condoned 
Transfer to receivables for recovery 
Unauthorised expenditure awaiting authorisation 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 


Note 


34.2 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Opening balance • 

Fruitless and wasteful expenditure current year 

Condoned or v;ritten off by Council 

To be recovered - contingent asset 

Fruitless and wasteful expenditure awaiting condonement 


34.3 Irregular expenditure 

Reconciliation of irregular expenditure 
Opening balance 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
Transfer to receivables for recovery - not condoned 
Irregular expenditure awaiting condonement 


additional disclosures in terms of municipal finance 
33 management ACT 

35.1 Contributions to organised local government 

Opening balance 

Council subscriptions 

Amount paid -current 

Amount paid ■ previous years 

Balance unpaid (included in payables) 

35.2 Audit fees 

Opening balance 

Current year audit fee 

Amount paid ■ current year 

Amount paid • previous years 

Balance unpaid (included in payables) 


36.3 VAT 


VAT input receivables and VAT output payables are ^ 

returns have been submitted by the due date throughout the year 


35.4 PAYE and UIF 


Opening balance 

Current year payroll deductions 

Amount paid - cuirent year 

Amount paid - previous years 

Balance unpaid (included in payables) 

The balance represents PAYE and UiF deducted from July 2009 to June 2010 

35.5 Pension and Medical Aid Deductions 


Opening balance 

Current year payroll deductions and Council Contnbulions 


Amount paid - current year 

Amount paid - previous years 

Balance unpaid (included in payables) 


The balance represents pension and medkai 
employees in the July 2009 payroll as well as 
and medical aid funds. These amounts were 


aid contributions deducted tosm 
Council’s contribuUons to pension 
paid during June 2010. 


2010 

2009 

- 

- 

- 

- 

- 

- 

897 110 

449 471 

(897 110) 

(449 471) 

. 

■ 

2 774 365 

1 652 096 

(2 774 365) 

(1 652 096) 

- 

* 

1 772 559 

13 569 094 

(1 773 269) 

(13 589 094) 

■ (710) ■ 

- 

52 676 742 

28 641 867 

(52 5B4 309) 

(28 641 867) 

92 433 ~ 

• 
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WlAKHADO LOCAL MUNICIPALITY 
NOTES TO THE F1NANANC1AL STATEMENTS 
for the year ended 30 June 2010 

Note 2010 2009 


35.6 Councillor’s arrear consumer accounts 

The following Councillors had arrear accounts outstanding for more than 90 days 
as at: - 


Total Outstanding less Outstanding more 

than 90 davs than 90 days 


as at 30 June 2010 
Hlongwane F 
Gunduia AS 
Nemaiegeni PRJ 
Mulavhalsindi FD 
Maboho NK 
Maboho NK 
Bopape MB 
Kennealy A 
Mboyi MD 
Maguga SD 
Ndobeni NE 
Mudau TJ 
Makananise MM 
Selepe MR 

Total Councillor Arrear Consumer Accounts 


145 82 

166 166 

83 83 


63 


128 

128 

135 

135 

222 

222 

578 

578 

706 

706 

1 595 

392 

2 262 

509 

4 085 

4 085 

5 946 

794 


1 204 
1 754 

5 152 



as at 30 June 2009 
Mboyi M D 
Matamela NS 
Makananise MM 
Maguga SG 
Gunduia AS 
Mudau MJ 
Makhado MM 
Baloyi RS 

Total Councillor Arrear Consumer Accounts 

During the year the following Councillots had arrear accounts outstanding for more 
than 90 days. 


17 10 

4 791 *1259 



Highest Amount 

Outstanding Ageing Days 


as at 30 June 2010 

6 513 

90 Days 

Makananise MM 

10 B99 

90 Days 

Seiepe MR 



as at 30 June 2009 

4 259 

90 Days 

Maguga SG 

7 488 

90 Days 

Mudau MJ 




34 CAPITAL COMMITMENTS 
36.1 Commitments in respect of capital expenditure 

- Approved and contracted for 
Infraslructure-Roads 

- Infrastructure -Roads 

- Infrastructure - Electrical Supply 

- Infrastructure - Water and Sanitation 
Community 

- Cemetries 
Heritage 

Other-Land and Building 

- Approved but not yet contracted for 

Total 

This expenditure will be financed from: 

- External Loans 

- Government Grants-(MlG} 

- Own resources 



5 641 097 


3 762 337 25 851 614 

1 480 656 
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WIAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINiM^NCIAL STATEMENTS 
for the year ended 30 June 2010 

Note 2010 2009 


36.2 Operating leases 

At the reporting date the entity has outstanding commitments under operating 
leases vrhich fall due as follows. 

Operating leases • lessee 

Within one year 

In the second to fifth year inclusive 

After five years 

Total 

Total future minimum sublease payment expected to be received under non- 
canceilable sublease 

Operating Leases consists of the following: 


8 472 809 
40319 177 
46 076 629 
94 868 SIS 


Operating lease payments represent rentals payable by the ‘‘‘y certf 

of its office properties. Leases are negotiated for an average term of seven years 
and rentals are fixed for an average of three years. No conttngent rent is payable 


34 CONTINGENT LIABILITY 

36.1 Claim for damages 

The claim had been lodged agaisl the Municipality by ^ ^oods 

delivered which were not paid. The Cost of the goods .s estimated at Ri20 000. 
The court dale had not been set. 

The claim was made agaist the Council for the 

performence made for the ALCARI secunty company The offe to pay was made 
by the council on 23-02-2010 and the Tnal date is set for february 2011. 

36.2 Performance bonus dispute - Legal fees 
None 


127 853 


120 000 


7 853 


35 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 
The following areas involve a significant degree of estimation uncertainly. 


Provision for rehabilitation of landfill sites (discount rale used was prime rates, and 
the assesed remaining useful life of the sites to be 3 years) 

Provision for doubtful debts 
Provision for bonuses and leave 


36 RISK MANAGEMENT 


38.1 Maximum credit risk exposure 

Credit risk consists mainiy of cash deposits, cash ^ 

The municipality only deposits cash writh major banks with high quality credit 
standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. evaluates 

credit risk relating to customers on an ongoing basis. If customers are 
independently rated, these ratings are used. 

Financial assets exposed to credit risk at year end were as follows: 


Investment in ABSA and Standard Bank 
Trade and other receivables 

These balances represent the maximum exposure to credit risk. 


38 879 256 33 910 200 

103 97 0 966 96 306 036 

142 850222 130 216 236 
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MAKHADO LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for Oie year ended 30 June 2010 

Note 2010 


38.2 Liquidity risk 


The municipality's risk to iiquidily is a result of the funds available to coyer future 
commitments. The municipality manages liquidtty risk through an ongoing review 


future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate 
monitored. 


utilised borrcfwing fadlities are 


of 


The table below analyses the municipalit/s financial liabilities into relevant maturity 
groupings based on the remaining period at the Statement of Financial Position to 
the contractual maturity date. The amounts disclosed in the table are the 
contractua! undiscounted cash flows. 


Borrowings 

Trade and other payables 


14 318 441 16 237 478 

59 OSD 598 5B 298 270 

73 399 039 74 535 748 


38.3 Interest rate risk 


The municipality's interest rate risk arises from long-term borro^vings. Borrowings 
issued at variable rales expose the group to cash flow interest rate risk. Borrowings 
issued at fixed rales expose the municipality to fair value interest rale nsk. 


At year end, financial instruments exposed to interest rate risk were as follows; 

- Development Bank of Southern Africa loan at an average rate of 7.47% 

■ INCA loan fixed at 1 1 .47% 


38.4 Other price risk 

The municipality has no exposure on price risk 


7 428 820.18 8 054 297,00 

6 889 621.05 S 183 181 

14 318 441.23 16 237 478, 
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SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
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APPENDIX E1 

Actual versus Budget (Revenue and Expenditure) 
for the year ended 30 June 2010 
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appendix f 

MAKHADO MUNICIPALITY 

for the year ended 30 June: 2010 

Disclosures of Grants and subsidies in Terms of the Section 123 of MFMA,56 of 2003 

















